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Abstract 
Microfinance movement have been started in India along with other countries of the 
world to achieve the Millennium Development Goal (MDG), and to give impetus to the all 
round development of the country. Microfinance includes micro-savings, microcredit, micro 
insurance, micro-pension and micro-remittance in its entire gamut. Microfinance provides 
low cost finance and non-financial services to the vulnerable rural poor of the country in 
order to capacitate them to generate income through their microenterprises, which help them 
to uplift their financial strength. The new paradigm of microfinance put emphasis on women 
through Self Help Groups (SHGs) in order to improve their living standard by empowering 
them in all respect, and operates on the principle of “borrower knows the best”. The 
development of microenterprises through Self Help Groups is the sine qua non of modern 
microfinance programme. To provide financial support for the microenterprises, NABARD 
has taken important initiative by linking SHGs to the Banks in 1992. Taking the cognition of 
NABARD’s effort, in the same vein, Government of India launched Swarna Jayanti Gram 
Swarojgar Yojana (SGSY) in1999 to make easy access to the subsidised credit for the 
enterprising women. Millions of SHGs were formed under SGSY around the nation, and now, 
it is restructured and renamed as National Rural Livelihood Mission (NRLM). This study will 
assess the district wise operational efficiency of the programme in West Bengal through Data 
Envelopment Analysis (DEA) technique. The objective of this study is to find out the 
shortcomings of the programme which provides adequate clue for the effective monitoring of 
the programme in future.  
Keywords: Microfinance, Data Envelopment Analysis, Self Help Group 
 
1. INTRODUCTION 
 
The buzz ward “Microfinance” is considered as a double edged weapon to fight 
against poverty around the globe. It helps specially the vulnerable rural section of the society 
which improves their economic status to cross the Below Poverty Line.In the space of the 
mechanism of the modern financial dynamics the problems of the borderline communities 
and the de-classed economic female subjects have surfaced very prominently. Poverty is a 
reality , and in the transgressive transitional point of globalization the problem has 
international currency. The economic underdogs face the trauma of this borderline existence. 
They inhabit in a stillness of a time and a strangeness of framing that demands immediate 
attention with a coordinated approach , a medley of commerce and social science to solve the 
issues of  women, the most important subjugated ‘other’ in the society. Women 
empowerment is important, given the condition of their vulnerability in the weak economic 
zones , especially in the remote areas where the  normal state machineries  are not enough to 
affect a facelift. Here  the conceptualization and effective formulation of financial policies are 
inevitable. Modern microfinance programme has thus  given emphasis on one of the 
Millennium Development Goal (MDG) i.e. women empowerment. It provides low cost 
finance and some non financial services to the rural poor in order to capacitate them to 
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initiate income generating economic activities. With this aim, the policy makers and the 
financial experts have taken the women folk to the main stream of income generation and 
resources creation which was totally an unexplored area. Microfinance is a financial service in 
micro-amount provided by financial institutions to the poor. “These financial services may 
include savings, credit, insurance, leasing, money transfer, equity transaction, etc, that is, any 
types of financial services, provided to customers to meet their formal financial needs: 
lifecycle, economic opportunity and emergency” (Dasgupta 2001) with the only qualification 
that (I) transaction value is small and (ii) customers are poor. 
Microfinance includes micro-credit, micro-savings, micro-insurance, micro-pension 
and micro remittance in its entire gamut. At the initial implementation phase of modern 
microfinance programme, it has given emphasis on the development of individual economic 
status. To reach this objective, Government of India has started different microfinance 
initiatives in the name of   several antipoverty programmes. Different agencies from 
government or non government level have also pointed out the negative impact of the 
previous antipoverty program. NABARD was pioneer in this field who have initiated its pilot 
project in India with the formation of 255 Self Help Groups (SHGs) in 1992. Subsequently 
taking the cognition of the previous antipoverty program, the Government of India, in April 
1999, by restructuring and combining the Integrated Rural Development Programme (IRDP), 
Training of Rural Youth for Self Employment (TRYSEM), Supply of Improved Tools for 
Rural Artisans (SITRA), Ganga Kalyan Yojana (GKY), Million Well Schemes (MWS) and 
Development of Women and children in Rural Areas (DWCRA), implemented a single  self 
employment programme known as Swarna  Jayanti Gram Swarojgar Yojana (SGSY)  and 
Swarna Jayanti Sahari  Rojgar Yojana (SJSRY)with emphasis on formation of organisation 
for the poor. Initially, it started in phased manner with a design and shape to further its ambit 
of coverage. The basic objective of this new scheme is to cover and bring the assisted poor 
families above the poverty line by providing them income generating assets through bank 
credit and government subsidy. At this juncture, microfinance has changed its focus from 
individual approach to group approach with the formation of SHG, where group act as 
collateral for loan. SHGs were considered as a carrier of modern microfinance. In this regard 
it would be prudent to highlight the outcomes of the different studies of different researchers 
and practitioners in India and in the world around as well. 
2. REVIEW OF LITERATURE 
This section attempts to highlight studies on microfinance conducted abroad and in 
India. The review is claimed to be simply illustrative and not exhaustive. Many researchers 
primarily have attempted to focus on the relationship and efficacy of the microfinance 
programmes in ameliorating poverty. Probably, the most interesting facts regarding banking 
for the poor and using micro credit as a powerful tool for attacking poverty has been depicted 
by Prof Muhammad Yunus. ( 1998  ). Other authors like Samson (1997) found that 98% of 
the 5.5 million borrowers of Grameen Bank, who are among Bangladesh’s poorest, have 
repaid their loan on time and at commercial interest rate. Aound 94%of the Grameen’s loan 
recipients are women. Khandker (1998) on the basis of a household survey in Bangladesh 
argued that micro-credit has the potential to significantly reduce poverty.  
In other studies, Morduch (1998) found no evidence to support claims that micro-
credit programs increased consumption levels of the participant households. Todd (1996) has 
noted that one explanation for this result is that many borrowers may have used their loans to 
purchase land, rather than to complete their proposed projects. Johnson and Rogaly (1997) 
found that microfinance service could protect poor people from the impact of unforeseen 
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crises and emergencies in their household or micro businesses, from falling further into debt, 
and enable poor households to plan and manage their limited resources more effectively to 
meet their basic needs  
Dasgupta (2001) stated that in group lending programmes, the functions of screening, 
monitoring and enforcement of repayment, to a large extent, are transferred from the banks 
agents to the borrowers. In such cases, compared with socially and physically distant bank 
agents, group members can perform all such functions more effectively and at a lower cost. A 
significant amount of literature has been produced relating to SHG and Women 
Empowerment. Sultana (1988) in her study in Bangladesh concluded that women’s group 
formation, regular savings and income, new knowledge, consciousness raising and group 
mobilization can together create an alternative to women’s traditional condition and 
contribute to women’s ability to speak out and earn relatively higher status in the family and 
in the village. Montgomery (1996) stated that a group could positively impact qualitative 
dimensions of poverty and contributes to the women empowerment. Dhar & Sarkar (2009) 
found that there has been some advancement in household rights of the women after joining 
SHGs.  Dubhashi (2002) found out that all members of the SHGs are much more 
economically stable, active and successful today. Sarkar (2005) found that women micro 
entrepreneurs in North Bengal have profitably taken up non traditional economic activities, 
which have developed positive thoughts in the mind of the women and increased their 
economic benefits. Whereas, the major problems encountered by them in conducting their 
production activities were loans not receiving on time, difficulty in getting raw materials, and 
labour and marketing problems.  
Micro- finance exponents have realized that marketing is the main problem for the 
micro enterprises all over the country. Hofstede et al. (1996) argue that working in remote 
villages far away from market centres limits the scope for identifying and initiating viable 
income generating activities. Income Generating Activities do not automatically bring overall 
economic development, but they need markets where people with disposable cash will buy 
goods and services. Therefore, it is recommended that programmes should focus more on 
promoting Income Generating Activities near markets in semi- urban areas, market centres 
and larger villages. Purushotham (2004) found out that in want of innovative marketing 
support, savings of many SHGs were either under-utilised or unutilised, as these could not be 
canalised into viable economic avenues.  
However, researchers have also found problems and deficiencies in the operations of 
the SHGs.  Some researchers have reported that though a large number of groups were being 
formed, a significant portion of these could not be sustainable. Tankha (2002) drew attention 
to the fact that the quality of SHGs being promoted is not being adequately monitored, 
especially as the SHG bank linkage programme has become increasingly target-driven. The 
experience of Andhra Pradesh where a massive state promotion drive has resulted in 
thousands of defunct SHGs, which are now being rehabilitated, provides a warning signal for 
SHG promotion in future. Bhatia (2008) found in Rajasthan that “out of the 235 SHGs linked 
to banks, the records of only 201 SHGs (85.5 per cent) could be traced out.  
Despite all efforts made, details of the remaining SHGs were not available, either with 
NABARD or banks. There is a strong possibility that these SHGs have ceased to exist.” 
Kumaran (2002), Mandal (2005) and Shylendra (2006) found that in absence of proper 
marketing avenues SHGs were facing hindrances regarding initiating or continuing viable 
economic activities. Purushotham (2004) found out that in want of innovative marketing 
support, savings of many SHGs were either under-utilised or unutilised, as these could not be 
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canalised into viable economic avenues. He suggested that SHGs could follow strategies like 
market penetration and market creation. In other study Mishra, Rajput, Mohapatra and Dash 
(2006) identified that most of the SHG products are sold in local rural hats to the “middle 
man”, who pay very less price to the members, resulting in low income for the group. 
Ganapathi and Maler (2008) observed that the success of the system of SHGs in China and 
Bangladesh has opened up opportunities in India as well. The main problem, however, which 
these SHGs encounter is the acceptance of their products by the consumers. Moreover, there 
are more problems, lack of adequate funds hampers their efforts to take up promotional 
campaigns and incur expenses on advertising. 
In course of the studies many significant areas of  problems have been identified by 
different researchers in their revisions and research related to sustainibility of the modern 
microfinance programmes. Researchers opine that growth of private MFIs has not always 
yielded the desired socio-economic results. “High growth brings with it possible dangers of 
mission drift as many MFIs emphasize commercial behaviour and may not strategically 
balance this with their original social mission, or with social values expected in 
microfinance.” (Ghate  2007).  Aiyar stated that “new problems are cropping up with MFI 
expansion. Without technical assistance, some businesses fail. Competition in some states is 
so intense that MFIs accuse rivals of stealing their clients through unethical offers. Some 
women have borrowed from four or more different MFIs, and could get into debt traps, which 
also hit MFIs through higher defaults.” (Aiyar 2009)  
When microfinance beneficiaries can access multiple MFIs the tendency to borrow 
from all of them gradually increases especially when the poor women find that the access to 
Government programmes through banks is easily available together with doorstep banking 
made available by private microfinance institutions. In these situations concerns are 
expressed about poor individuals’ abilities to make wise financial decisions.  Some research 
is being taken up in this area underscored by a belief that poor financial skills lead to poor 
decisions which ultimately lead to over indebtness and debt traps.  Recent concerns therefore 
focus on explicit dearth in making rationale decisions relating to credit and debt alternatives.  
“Worse scenarios happen where micro finance beneficiaries borrow from one lender to pay 
other lenders. In the books of development agencies, it is still called repayment. When it 
comes to reporting during project evaluation stages, figures show that repayment is meeting 
recovery targets. What micro finance and development agencies fail to realise is that 
repayment of credit is not an indicator for total success of the scheme.” (Bayang 2009).  
 In fact over indebtness arises when there is multiple accesses to financial services and 
the poor borrow beyond their repayment capacities. The Group of Specialists for Legal 
Solutions to Debt Problems at the European Council (CJ-S-DEBT) states that “over-
indebtedness is a changing concept, which can cover at one and the same time problems with 
both  credit commitments  and difficulties with day-to-day bills”. For the purpose of the CJ-
S-DEBT    Recommendation, over-indebtedness means, “the situation where the debt burden 
of an individual or a family manifestly and on a long-term basis exceeds the payment 
capacity” (EU Social Protection  and Social Inclusion Process  Policy Studies Findings  
2009.) When poor families become over indebted and fall in debt traps they take recourse to 
debt swapping. This means that in order to keep up with the time period and pressure for loan 
repayment, of a PMFIs they take loan from another MFI.  
 Outcomes of the previous studies have analised the different dimentions of modern 
microfinance programmes. These studies have rightly identified the positive impact of 
microfinance on the vulnerable section of the society around the globe. In the same vain these 
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studies have identified different significant lacunas of modern microfinance systems. These 
are mostly related to its delivery mechanism, operating systems and monitoring procedure. 
Therefore, a significant gap exists between its policy formulation and its implementation 
mechanisms . 
3. RATIONAL OF THE STUDY 
Microfinance system in India has become matured. Presently more than 1200 PMI are 
operating in different areas in India and more than 5 crore beneficiaries are involved in it. 
After completion of more than a decade long journey of SGSY (Govt. sponsored 
microfinance Programme), Government of India has changed its structure and operational 
dynamics in the name of new a scheme called National Rural Livelihood Mission (NRLM). It 
has implemented in the year of 2013 and till now it is in infant stage. The main objective of 
this new scheme is to enhance the outreach level of the microfinance by eliminating the 
limitations of previous programme (SGSY). However, NRLM is a new programme, but it 
will cover all the SHGs under SGSY. Therefore, it is a high time to analyse the efficacy of 
the SGSY. It is obvious that, outcomes of this efficiency analysis of previous programme will 
act as guiding principles for implementation of NRLM in a better way. Therefore, the 
objective of this paper is to measure and evaluate the relative efficiency of the districts of 
west Bengal in the area of microfinance movement through SHG activities under SGSY 
programme using a popular and relevant methodology - Data Envelopment analysis. 
4. DATA & SAMPLEING 
To analyse the efficacy of the SGSY, this study has selected the West Bengal as a 
catchment area of the study. Required data for this study has collected from the SGSY data 
base of Government of India. Since NRLM has been implemented in 2013, the necessary data 
has collected for this study for the year 2012-2013.The SHG related data has given in the 
appendix.  
It is important to take into account the homogeneity condition during the choice of 
DMUs to make the DEA result more realistic. Giving more emphasis on the criteria of 
homogeneity condition, the present study selects 18 districts of West Bengal, which are using 
common input resources to provide micro finance service through SHG activities. 
5. RESEARCH METHODOLOGY  
 
Data Envelopment analysis (DEA) is a non-parametric performance assessment 
methodology originally designed by Charnes, Cooper and Rhodes (1978) for evaluating the 
relative technical efficiencies of a collection of organizational units or decision-making units 
(DMUs) which consume common inputs to generate common outputs. A DMU is said to be 
100% efficient if 
(a)   None of the outputs can be increased without either increasing one or more inputs or 
decreasing some of the other outputs and (b)   None of the inputs can be decreased without 
either decreasing some of its outputs or increasing some of its other inputs. Thus, DEA is a 
mathematical optimization technique, which determines the efficiency of each DMU by 
maximising the ratio of a weighted sum of its outputs to a weighted sum of its inputs while 
ensuring that the efficiencies of other units do not exceed 100%.   From mathematical point 
of view, DEA approach applies linear programming techniques to constructs an efficient 
production frontier based on best practices over the data set. Each DMU’s efficiency is then 
measured relative to this frontier. 
Several different mathematical programming DEA models have been proposed in the 
literature. In the present study, we have utilized a output oriented  basic DEA model- CCR 
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(named after its developers Charnes, Cooper and Rhodes, 1978). output oriented  efficiency 
aims at maximizing output level while keeping at least the present  input levels. 
Why DEA? DEA is a novel approach to relative efficiency measurement in a multiple 
input output situation. DEA can measure productive efficiency in terms of inputs and outputs 
even for the service providing units (e.g. Hospitals, Banks, Bank branches, Universities etc).   
Present study has focoused on the relative efficiency analysis of the selected 18 districts of 
the state of West Bengal towards micro finance movement through SHG formation and SHG 
activities under SGSY scheme. If a suitable set of measures can be defined DEA provides an 
efficiency measure not relying on the application of a common weighting of the inputs and 
outputs. Additionally the method identifies peer units and targets for inefficient units. 
 
5.1 MATHEMATICAL FORMULATION: CCR MODEL 
 
Assuming that there are n DMUs to be evaluated [DMUj (j = 1, 2… n)]. Each DMU 
consumes   ‘m’  different inputs of identical  nature for all DMUs  [xij  ( i = 1,2, …..,m)] to 
produces ‘s’ different outputs of identical nature for all DMUs [ yrj ( r = 1,2, …….,s)]. Given 
the data, the efficiency of DMU ‘K’ can be measured by the following linear programming. 
                           m                    s 
        max ø + ε ( ∑ si-   +     ∑  sr+  ) 
      i=1                r=1 
 Subject to      
n   
∑ xij λj +  si- =  xik            i = 1,2,…..,m. 
j =1 
n   
∑ yrj λj  -  sr+ = ø yrk              r = 1,2,…..,s. 
j =1 
λj ≥ 0                                  j = 1,2,…..,n 
        
si-,  sr+ ≥ 0  for all i  and r. 
Where, 
xij  = Amount of input of i utilized by the jth DMU 
yrj = Amount of output of r produced by the  jth DMU 
xik  = Amount of input of i utilized by DMUk  
yrk = Amount of output of r produced by DMUk  
ø = efficiency score of DMU ‘k’ being evaluated 
λs represent the dual variables which identify benchmarks for inefficient units. 
Slack variables - si- (input slacks), sr+ (output slacks) 
Here ε >0 is non-Archimedean element defined to be smaller than any real number and to 
be accommodated without having to specify the value of ε.  
The above model is an output-oriented model and assumes constant returns to scale of 
operation to measure overall technical efficiency (OTE). Optimal value ø reflects the OTE 
score of DMU ‘K’. It needs to solve ‘n’ times to get efficiency score for each DMU under 
evaluation. If θk = 1 and si- = sr+ = 0, then DMUK is CCR efficient otherwise CCR 
inefficient. 
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In this study 18 districts of the state of West Bengal are considered as decesion-making 
units for evaluation their relative technical efficiency in the area of  microfinance 
programme i.e. SHG activities.  
 
5.2 SELECTION OF INPUT AND OUTPUT VARIABLES 
 
The most challenging task to the researchers for estimating efficiency of any organizing 
units through DEA methodology is to select appropriate and relevant inputs and outputs. The 
choice of inputs and outputs largely affects the derived efficiency level. There is no litereture 
on what constitutes inputs and outputs on SHG activies. We, probably for the first time, 
mesure technical efficiency using DEA technique of the various districts in providing 
services through SHG activities. The choice of input and output variables is mainly guided by 
operational pattern, objectives of the districts for  SHG formation and function and the 
availability of data.  
 
Box No: 1 
 
Input Variables Output Variables 
Input-1-Total fund Available. Rs. in lakh 
Input 2- Total Expenditure  Rs in lakh 
Input 3- Subsidy to the SHG. Rs in lakh 
 
Output-1- Total No. of SHG formed 
Output 2- No. of SHGs taken over economic 
activities after 1st grading 
Output- 3- No. of SHGs taken over economic 
activities after 2nd  grading 
 
 
 
6. EMPIRICAL FINDINGS AND ANALYSIS 
Present study has selected three inputs (m = 3) and three outputs (s = 3) with a sample 
size of 18 (n = 18). Therefore, the sample size in this study follow the desirable size as per 
the rule of thumb i.e. n (number of DMUs) equal to or greater than max {m × s, 3 x (m + s)} 
(Cooper, W.W. et al., 2007).  Thus, selected number of input and output variables allows 
accepted number of degree of freedom i.e. efficiency discriminatory powers. It is also found 
that there is a positive  correlation between selected input and output variables. So, with this 
appropriate number of inputs and outputs, sample districts selected taking into account of 
more homogeneity condition and reasonable validation by high positive degree of correlation 
between input and output variables, the present study can demand more robust and reliable 
results. 
In this section, we first examine the content of efficiency scores obtained by utilizing 
DEA -CCR model. DEA scores are derived by using DEA software ‘DEA-Solver Learning 
Version 3’ designed by Cooper, et al., 2007.  
Table: 6.1 
Descriptive Statistics of Overall Technical efficiency(OTE) 
No. of DMUs evaluated 18 
Average score 0.734 
SD 0.227 
Maximum 1 
Minimum 0.358 
No of Efficient Districts 6 
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From the descriptive statistics of OTE mesured using CCR model of DEA teachnique, 
only 6 districts out of 18 under evaluation are found to be 100% technicall and scale efficient 
i.e. CCR score or OTE = 1 with a mean score 73.4%. Thus, districts of West Bengal still have 
the scope of providing  36 % (1/0.734 - 1) more SHG activities than the present level from 
the current level of inputs resources utilized. In other way, districts of West Bengal  could 
have saved on an average 26.6% ( 100% - 73.4%)  of the present resource consumption in 
order to provide  the present level of SHG activities. The results also indicate that there is 
significant efficiency variation among districts  as evidenced from the range of efficiency 
scores between 35.8% and 100% and SD 22.7%.  
DEA methodology clearly distinguish the districts of West Bengal under evaluation into 
two group: efficient and inefficient in the area of SHG formation and their activities in terms 
of relative technical efficiency scores. 
Table 6.2 
Two Group of Districts :Efficient and Inefficient    
Efficient Inefficient 
Districts Score Districts Score 
Coochbehar 1 24 Parganas (North) 0.491 
Dinajpur Dakshin 1 24 Parganas South 0.358 
Howrah 1 Bankura 0.381 
Jalpaiguri 1 Birbhum 0.647 
Maldah 1 Burdwan 0.705 
Siliguri 1 Dinajpur Uttar 0.481 
   Hooghly 0.743 
  Murshidabad 0.594 
  Nadia 0.683 
  Paschimmidnapore 0.562 
  Purba Medinipur 0.944 
  Purulia 0.621 
 
6 districts with OTE=1 are fully efficient and they together construct efficient frontier 
i.e. providing best practices in SHG services among the sample districts. Efficiencies of other 
12 districts which are inefficient (i.e. OTE < 1) are measured relative to this frontier. 
 
6.1 Efficiency Analysis of Inefficient Districts 
This section of analysis deals with various insights into efficiency of CCR inefficient 
districts. 
6.1.1 Categories of Inefficient Districts 
An attempt is made to segregate the inefficient districts (OTE<1) into three groups 
based on the OTE score distribution. This segregation helps to find better insights into 
efficiency of inefficient districts. 
Districts of ‘marginally inefficient’ category will have an efficiency rating in excess 
of 0.768 but less than 1 and could raise their score towards 1 with a relatively small amount 
of improvement in their operating results. Districts of this category can reach the efficient 
frontier by making radial increase on an average 30.2% (1/.768 -1) of the outputs they 
currently provide where as districts of ‘inefficient’ group by 65.3% (1/.605 -1)  and districts 
of ‘distinctively inefficient’ by 134.2%   (1/.427 -1) which is much much higher than that of 
other two groups. So, districts of ‘inefficient’ and ‘Distinctively inefficient’ are operating 
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poorly in the field of SHG formation and SHG activities in West Bengal and they  would 
have significant difficulties making them efficient in the short term.  
Table: 6.3 
Three categories of Inefficient Districts 
I. Marginally Inefficient 
(0.688 to <1, MS= 0.768) 
II. Inefficient(0.561 to 
<0.688, MS = 0.605) 
III. Distinctively 
Inefficient(0.358 to 0.561, 
MS= 0.427) 
PURBA MEDINIPUR BIRBHUM 24 PARGANAS (NORTH) 
HOOGHLY PURULIA DINAJPUR UTTAR 
BURDWAN MURSHIDABAD BANKURA 
NADIA 
PASCHIM 
MIDNAPORE 24 PARGANAS SOUTH 
 
Note: MS = Mean Score (OTE) of the respective group, Districts are listed in each 
group according to descending order of OTE score and categorised based on 
percentile at 33.3 and 67.7 point 
 
6.1.2 Efficiency Improvement Plan for Inefficient Districts 
 
Table: 6.4 
Inefficient District wise Input & Output Projection 
 Input-1 Input-2 Input-3 Output - 1 Output - 2 Output - 3 
24 PARGANAS 
(NORTH) 0.00% -47.10% -32.40% 103.80% 116.00% 103.80% 
24 PARGANAS 
SOUTH 0.00% -70.10% -38.50% 179.20% 398.00% 198.70% 
BANKURA 0.00% -41.50% -41.60% 162.40% 221.50% 441.10% 
BIRBHUM 0.00% -36.90% -33.60% 54.50% 88.90% 54.50% 
BURDWAN 0.00% 0.00% 0.00% 52.40% 60.20% 41.80% 
DINAJPUR UTTAR 0.00% -64.30% -79.20% 107.70% 244.90% 207.60% 
HOOGHLY 0.00% -26.10% 0.00% 112.80% 240.00% 34.50% 
MURSHIDABAD 0.00% -57.60% -12.20% 68.50% 106.60% 68.50% 
NADIA -0.40% 0.00% -1.80% 46.40% 66.80% 46.40% 
PURBA MEDINIPUR -9.20% 0.00% 0.00% 5.90% 34.80% 5.90% 
PACHIM 
MIDNAPORE 0.00% -77.00% -35.50% 78.10% 84.70% 113.50% 
PURULIA 0.00% -43.20% -32.50% 61.10% 112.40% 170.50% 
 
Note-  Input projection (%) = Input Improvement/ Actual Input used × 100.  
Where Input improvement = Input Slack if any 
 Output Projection (%) = Output Improvement / Actual Output produced × 100 
Where output improvement = Actual Output values × (1/ efficiency score obtained - 1) + Output Slack if 
any 
Input projection is presented with a negative sign and output projection with positive sign as because of 
inputs to be reduced and output to be enhanced for efficiency improvement philosophy. 
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An inefficient district can become fully efficient by improving its input consumption 
and output production. This input output improvement plan is called in DEA literature as 
projection. Table 6.4 shows inefficient district wise CCR projection i.e., input output 
improvement plan as per CCR score. Each inefficient district can become fully efficient by 
reducing its present inputs and enhancing present outputs by the percentage mentioned for 
each respective district in Table 6.4  
For interpreting the content of Table 6.4, let us consider the case of Purba Medinipur 
district. It can be 100% CCR efficient through the three steps of input output improvements 
plan. OTE of this district is 94.4%. 
Step I- It has to enhance its all outputs level by 5.9%  [1/.944  -1] . 
Step II – It has to enhance in addition to 5.6% in all outputs, output-2 by  29.2 % 
(34.8% -5.6%) 
Step III- It has to reduce  intput-1 by 9.2%  
Step 1 is known as radial adjustment and by this adjustment Purba Medinipur district 
can become weakly efficient [fulfil the ‘Farrell’ or ‘week’ efficiency (Cooper W. W. et al., 
2007)]. Step2 &3 are known as slack adjustments in DEA. However these slack adjustments 
after radial adjustment make Purba Medinipur districtstrongly efficient [fulfil the ‘Pareto- 
Koopmans’ or ‘strong’ efficiency, (Cooper et al., 2007)]. The similar explanation can also be 
extended for other inefficient districts. 
 Now we turn to analyze the overall trend of input-output improvement plan or 
projection of the inefficient districts. Output variables with bold figures and all input 
variables which are to be reduced mentioned in Table 6.4 presents non-zero slacks i.e. these 
inputs and outputs have no impact on the efficiency of the respective districts. Districts 
should improve these inputs and outputs with priority which ultimately improves their 
efficiency. From the result , it can be said that most of the inefficient districts are in under 
usage in Input-2 first and then input-3 and uder production in Output-2  as because of having 
the higher non-zero slack value associating with them. Thus, the districts which are incurring 
more expenditure and using more  subsidy for providing their SHG services with lower 
economic activities after first grading are relatively more inefficient.  
 
6.1.3 Peer Districts for Inefficient Districts  
 
In this section, we identify the reference districts for each inefficient district based on 
the positive lambda values of the efficient districts corresponding to  inefficient districts. The 
districts which provide the best practice of maximum possible service providing  form a 
reference set of the inefficient districts. In DEA literature, these districts are called peer 
districts. Now, we mention inefficient district-wise peer districts i.e. a set of efficient districts 
(Table 6.5).  
Peer districts for ( as example) an inefficient district ‘24 Pargana North’ [SL No 9, 
Table 6.5) are Jalpaiguri and Coochbhihar since their lambda values are positive 
corresponding the efficiency score of the this inefficient district. To improve efficiency, 24 
Pargana (North) should follow the good operating practices of  these two districts Jalpaiguri 
and Coochbhihar since their input output configuration is more similar with it. Again, 24 
Pargana (North) has more similarity to Coochbhihar than Jalpaiguri from the magnitude of 
lambda values. Semilar explanation is for case other inefficienct districts.  
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Table: 6.5 
Inefficient District  wise Peer Districts with Corresponding Lambda Values 
  
Peer districts 
SN 1 2 3 4 5 6 
In
ef
fic
ie
nt
 d
is
tr
ic
ts
 
SN Districts Jalpaiguri Coochbehar 
Dinajpur 
Dakshin Howrah Maldah Siliguri 
1 Purba Medinipur 0.8288 0.9611 0.1284       
2 Hooghly         0.498 3.669 
3 Burdwan   0.420 1.973 0.310     
4 Nadia 0.112   2.157       
5 Birbhum 0.513 1.214         
6 Purulia 1.559           
7 Murshidabad 1.999 1.120         
8 Pachim Midnapore 1.609           
9 24 Parganas (North) 0.688 1.727         
10 Dinajpur Uttar 1.023           
11 Bankura 2.037           
12 24 Parganas South 2.332           
frequency 10 5 3 1 1 1 
 
However, in general ,in order to improve efficiency, most of the inefficient districts 
should follow the good operating practices of three districts namely Jalpaiguri, Coochbhihar, 
Dinajpur Dakshin  which are frequently appeared in the reference set i.e. in the peer group. 
Magnitude of frequency in reference sets measures the extent of robustness of efficient 
districts  relative to other efficient districts. Therefore, these three districts are likely to 
remain efficient unless there are major shift in their fortunes. These districts may be termed 
as strongly efficient districts or as ‘well round performer’ (Kumar Gulati 2008b). Jalpaiguri,  
is referred for 10 (highest) inefficient districts. So, Jalpaiguri, is on the top of efficient 
districts so far as robustness of efficiency is concerned. Howrah, Malda and Siliguri that 
appear one time  in the reference sets of inefficient districts are likely to possess a very 
uncommon input and output mix and thus they are not good examples of operating practice to 
emulate for inefficient districtss. Thus they are relatively weaker efficient districts. 
 
6.2 Ranking 
Ranking is a well established approach in social science and thus it is a pertinent issue 
in the efficiency study. In this area we provide strict ranking of selected districts on the basis 
of level of technical efficiency twords microfinance movement under SGSY schme 
implementation in  West Bengal. 
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Efficient Rank Inefficient Districts Rank 
Jalpaiguri 1 Purba Medinipur 7 
Coochbehar 2 Hooghly 8 
Dinajpur Dakshin 3 Burdwan 9 
Howrah 5 Nadia 10 
Maldah 5 Birbhum 11 
Siliguri 5 Purulia 12 
  Murshidabad 13 
  Pachim  Midnapore 14 
  24 Parganas (North) 15 
  Dinajpur Uttar 16 
  Bankura 17 
  24 Parganas South 18 
Note- Note - Rankings of efficient districts are based on their frequency count in 
reference set. Rankings of inefficient ones are based on the  level of OTE score. 
 
7. CONCLUSIONS AND RECOMMENDATIONS 
 
Micro-finance is a process of disseminating the credit giving procedure in view of 
reaching out to the marginal and the borderline communities. In view of the global poverty 
line and the subjugated section of the different financial subjects, formulation of some 
systematic structure is urgently required.In West Bengal the problem of the financial 
uncertainty is almost like assimilation of contraries and generally full of confusion. Herein 
lies the question of efficiency  and transformative translation of the present financial status.    
The measurement and evaluation of performance is a fundamental aspect of managerial 
planning and control. The objective of this paper is to measure and evaluate the relative 
technical efficiencies of all the districts of West Bengal in the area of modern microfinance 
programme i.e. SHG activities using DEA methodology. In efficiency analysis, both 
overutilisation and underutilisation of  resources are matter of serious concern. These two 
indicators have adverse impact on the  efficacy of the operational  of the  programme.The 
results of this study have reveal that  average technical efficiency of entire sample is  73.4% 
and that only  6 districts  are found to be fully technical and scale efficient. So, there is a 
scope of efficiency improvement of 12 districts. That is, districts in West Bengal could have 
saved 26.4% of present  resources used to produce the current level of SHG services. In other 
words, they  still have the opportunity to increase current level of service through SHG by 
36.2% using the same level of resources. The study has categorised the inefficient disticts 
into three groups. This segregation helps to find better insights into efficiency of inefficient 
districts. It is also find out that, the districts which are using more subsidy incurring more 
expenditure  for providing their SHG services with lower economic activities after first 
grading, are relatively more inefficient. The personal survey of different DRDC offices also 
recognised the fact that a significant number of SHGs have passed their grading test, realised 
their revolving fund but did  not take any income generating economic activities even after 
complition of  5-6 years vintage period. Sustainibility of the microfinance  programe 
significantly depends on the generation of income by the benificiaries through their 
microenterpries which leads to  its operational efficiency.  In order to improve the efficiency, 
most of the  “inefficient districts” should follow the good operating practices of three 
districts-Jalpaiguri, Coochbhihar, Dakshin Dinajpur.   
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Therefore, to achive the desire result and to attain its mission, the policy makers of the 
different agency of microfinance programe in the name of National Rural Livelihood Mission 
(NRLM) will consider the outcomes of the “postmortem analysis” of the SGSY to formulate 
policy to implement the programme in a better way and to operate as wll as monitor the 
programme in a significant manner.   
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Appendix:-1 
list of self-help groups(shgs) under sgsy in west bengal for the year :2012-2013 
S.N
o. 
Name of 
The 
District 
Till 
Mont
h 
No. of SHGs 
Formed 
No. of SHgs 
that have 
passed Grade 
I 
No. of SHgs 
that have 
passed 
Grade II 
No. of SHGs that have 
Taken up Eco-Activities 
No. of 
Women SHGs 
Formed 
Total 
Since 
1.4.99 
Durin
g the 
Curre
nt 
year 
upto 
the 
mont
h 
Total 
Since 
1.4.99 
Durin
g the 
Curre
nt 
year 
upto 
the 
mont
h 
Total 
Sinc
e 
1.4.9
9 
Durin
g the 
Curre
nt 
year 
upto 
the 
mont
h 
After Grade-I After Grade-II 
Total 
Since 
1.4.99 
Durin
g the 
Curre
nt 
year 
upto 
the 
month 
Total 
Since 
1.4.9
9 
Durin
g the 
Curre
nt 
year 
upto 
the 
mont
h 
Total 
Sinc
e 
1.4.9
9 
During 
the 
Curren
t year 
upto 
the 
month 
1 2 3 4 5 7 8 9 10 11 12 13 14 15 16 
1. 
24 
PARGANAS 
(NORTH) 
05 19895 154 16676 129 5599 49 15268 55 1763 20 17777 147 
2. 
24 
PARGANAS 
SOUTH 
06 19001 414 13736 769 2531 231 9318 355 784 41 15201 332 
3. BANKURA 06 17659 333 13508 295 2159 162 12606 47 378 26 14522 323 
4. BIRBHUM 06 21113 352 16570 346 3782 72 14224 12 2197 101 15108 323 
5. BURDWAN 06 18955 204 15670 303 10239 108 15240 296 3234 190 13035 177 
6. COOCHBEHAR 06 17227 570 16092 506 4466 17 13694 506 2369 17 16852 570 
7. DARJEELING 04 3384 40 2535 0 1233 0 2535 0 76 0 1780 32 
8. DINAJPUR DAKSHIN 06 10242 67 9475 0 2151 0 8857 6 1637 0 9238 67 
9. DINAJPUR UTTAR 06 11204 207 7691 91 1722 37 5902 115 334 19 9887 202 
10. HOOGHLY 06 10801 343 8148 221 3245 198 4691 0 917 18 8497 290 
11. HOWRAH 06 9405 177 7835 171 3248 63 7623 171 3110 33 8402 161 
12. JALPAIGURI 05 22562 0 21385 42 10875 15 19507 15 963 43 21486 0 
13. MALDAH 06 18101 207 16011 33 8457 85 15009 0 105 0 14439 176 
14. MURSHIDABAD 05 36237 198 28786 130 
1422
2 149 23129 189 2397 58 31747 198 
15. NADIA 06 17503 71 13350 300 3566 103 13179 279 3212 100 14910 60 
16. EAST MIDNAPORE 06 20552 630 18367 310 7116 172 17340 297 757 21 19602 630 
17. PURULIA 05 21537 86 18874 167 702 31 14535 271 576 0 18977 86 
18. SILIGURI 06 3587 84 2397 67 384 5 1981 65 312 13 2843 75 
  Total   298965 4137 
24710
6 3880 
8569
7 1497 
21463
8 2679 
2512
1 700 
25430
3 3849 
 
